PROPERTY TAX APPEAL BOARD S DECI SI ON

APPELLANT: Countrysi de Heal thcare Center, L.P.
DOCKET NO.: 04-00988.001-C 3
PARCEL NO.: 15-19-176-009

The parties of record before the Property Tax Appeal Board are
Countrysi de Healthcare Center, L.P., the appellant, by attorneys
Allen A Lefkovitz and Frederick F. R chards I1Il of Alen A
Lefkovitz & Associates, in Chicago, Illinois; the Kane County
Board of Review, and City of Aurora, the intervenor, by attorneys
Stuart L. Witt and Joshua S. Wiitt of Witt Law, in Aurora,
[11inois.

The subject property is inproved with a two-story, masonry
constructed 207-bed nursing hone containing 95 roons built in
1972. The inprovenent contains 60,275 square feet of building
area and is situated on a concrete slab. The building has a 100%
wet sprinkler system The property also includes approxinmtely
22,000 square feet of asphalt driveway and approxinmately 6,860
square feet of concrete paving. The inprovenent is situated on a
130,680 square foot or approximately 3 acre site in Aurora,

Aurora Townshi p, Kane County, 1llinois.

The appellant appeared before the Property Tax Appeal Board
t hrough counsel contending overvaluation as the basis of this
2004 assessnent appeal. In support of that argunent, appell ant
submtted a legal brief, an appraisal which estimated a fair
mar ket val ue of the subject property as of January 1, 2003 of
$4, 000,000, and also presented supporting testinony by the
apprai ser who prepared the report and a nenber of managenent of
t he subject nursing home property.

The appellant's first witness was real estate appraiser John W
Van Santen, who is currently enployed by Wellspring Valuation as
a senior vice president and real estate practice leader; this
conpany's sole focus is on health care related properties. From
April 2006 to April 2007, Van Santen has apprai sed well over 100
nursing honmes across the United States. Van Santen was

(Conti nued on Next Page)

Based on the facts and exhibits presented, the Property Tax
Appeal Board hereby finds an increase in the assessnent of the
property as established by the Kane County Board of Review is
warranted. The correct assessed valuation of the property is:

LAND: $ 205,917
IMPR : $ 1,683, 291
TOTAL: $ 1,889, 208

Subject only to the State nultiplier as applicable.
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previously enployed by Real Estate Analysis Corporation (REAC),
and was one of the preparers of the appellant's appraisal report.
Van Santen had been enployed with REAC for approximately five
years where he was vice president of real estate analysis. Wile
wi th REAC, the appraiser appraised a wde range of industrial and
comrerci al properties. Van Santen has been |icensed by the State
of Illinois as a Certified General Appraiser and he is a nenber
of and has taken the courses necessary to hold an MAlI designation
from the Appraisal Institute; he has also published papers and
spoken on valuation of health <care properties before the
International Association of Assessing Oficers (IAAO. Van
Santen has taken courses fromthe Appraisal Institute specific to
the instant appraisal task addressing separating intangible
busi ness value fromthe real estate and courses specific to the
val uati on of nursing hones. Wt hout objection, the wtness was
accepted as an expert.

The apprai ser inspected the subject property on June 18, 2004 and
used the three traditional approaches to value in estinmating the
subject's market value for real estate only, excluding business
val ue and personal property. Van Santen along with other nenbers
of the REAC firm prepared a conplete appraisal in summary-
reporting fornmat. The assignnent herein was to perform a fee
sinple market value appraisal of the subject as of January 1,
2003.

Under the cost approach, the appraiser estinmated the subject's
val ue as $3, 700,000, rounded. To develop the land value, six
vacant land sales in the Aurora, Illinois area were used. They
were subsequently used for or planned for use for town hones
and/or single famly residential devel opnent, except one intended
for commercial devel opnent. These properties ranged in size from
89,995 to 3,267,000 square feet of land area and they sold from
April 2000 and Decenber 2003 for prices ranging from $588,000 to
$5, 800, 000 or from $0.47 to $10.56 per square foot of |and area.
Al though a majority of the land sizes are significantly |arger
than the subject property as depicted on a chart on page 75 of
the appraisal report, the appraiser primarily nade positive
adjustnents to the sale prices due to differences in size and
also location with some consideration given to zoning. Based on
these adjusted sale prices, the appraiser concluded a market
val ue of $7.00 per square foot for the subject |and or $915, 000,
rounded.

Next, the appraiser determned a replacenent cost new for the
subj ect inprovenment of $120.16 per square foot of building area
utilizing the RS Means Cost Mnual in addition to considering
addi tional publications. Van Santen found the inprovenent to be
in average to good condition meaning that it has been maintained
to market standards, nanely, what the market is currently or
typically demanding in terns of a nursing honme wthin that
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particul ar marketplace. 1In calculating the replacenent cost, Van
Santen assuned a building size of 59,041 square feet which is
nore than 1,200 square feet |ess than the subject's actual size
as stipulated by the parties at the hearing. The apprai ser
arrived at a total estinated replacenent cost new of $7,339, 166
whi ch includes site inprovenents of $244,821 and indirect costs,
but not entrepreneurial profit according to testinony by Van
Sant en.

Al t hough he did not account for it in his appraisal, Van Santen
testified that entrepreneurial profit was, first, different from
devel oper's profit,' and second, was a market derived figure over
and above the actual cost, including all indirect and direct
costs which go into building a property. Van Santen went on to
testify that the concept, in his opinion, was not applicable for
a speci al use property such as a nursing home which was built for
a specific use to a specific owner's design requirenents. In
comng to this conclusion, Van Santen further relied upon the
Medi caid reinbursenent rates which factor in a capital cost
conmponent essentially providing for a rate of return on the |and
and buil ding associated with the property.

The appraiser used the age/life method to calculate physical
depreci ation. No functional or external obsol escence was noted
according to the appraisal report. 1In his testinony, Van Santen
defined effective age of the property as the perception of a
facility in terns of its condition relative to what the market is
| ooking for; the level of maintenance generally is what affects
effective age from actual age. As further explained, if a
property has been generally maintained to the sanme standard as
other nursing homes in the area, typically its effective age
woul d be the sane as the actual age; alternatively, if it is
mai ntained nmuch better than other facilities wthin the
mar ket pl ace, the effective age may be |l ess than the actual age.
In this case, Van Santen found the inprovenment for purposes of
effective age to be consistent with its actual age of 31 years.
He further found its remaining econonmic life to be 19 years.
Physi cal depreciation of 62% based on a standard age/life nethod
(effective age of 31 divided by the total economc l|life of an
opined 50 years) was provided of $4,550,283 resulting in a
depreci ated value of inprovenents of $2,788, 883. The total
estimate of val ue under the cost approach rounded is $3, 700, 000.

Under the inconme capitalization approach, as stated in his
testinony, Van Santen exam ned historical incone and expenses for
the subject property for years 2000 through 2002 (see Exhibit A
on page 88 of his Report), although at another point his report
erroneously indicated the income data canme from years 1999

! Devel oper's profit is included in those costs as a normal part of the norma
cost of constructing a property. (TR 33)
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through 2001 (Report p. 87). In addition to these actual incone
figures, Van Santen exam ned industry norns and expense ratios
from conparabl e nursing hones to arrive at gross estinmated incone
of the going concern.

He also analyzed the payor mx for the property and found the
maj ority of the occupancy, over 64% of the total patient days,
consisted of Medicaid patients (Report, p. 89). Van Santen
expl ained that the Medicaid rate for each nursing hone consists
of three conponents: nursing care; supportive services such as
food, laundry and related non-direct care costs; and capital cost
whi ch includes nortgage interest and asset depreciation. (Report
p. 23, 53-54) According to Van Santen, the Medicaid rate is not
a market based rate. The Illinois Departnment of Public Ad
establishes the rate based on sworn nursing hone cost reports
reflecting the actual expenses of the facility.

For years 2000 through 2002, the subject's occupancy ranged from
87.3% to 96. 7% Van Santen opined the current high occupancy
rate of the subject is due to several factors including that it
offers a much higher level of service with regard to patient
acuity (intensive level of care) than other nursing honmes in the
area and that it has a contract in place with an insurance
conpany for discharge referrals. Additional ly, Van Santen also
opi ned that the subject has a better reputation due to superior
managenent associated with the business. Wile the condition of
the property may be one factor, Van Santen contended that what is
driving the occupancy at the subject property is the managenent
of the business, the contract previously referred to, and the
hi gher acuity patients. Van Santen also anal yzed the rates and
occupanci es of conpetitive properties in the subject's
mar ket pl ace; Van Santen found the weighted average stabilized
occupancy rate of four nursing home conpetitors in Kane County
was 76% (Report, p. 90). He also noted for three of those
properties in Kane County, the private pay rates for private
roonms ranged from $124 to $260 per day and the seni-private room
rates were $120 or $130 per day (Report, P. 90). Meanwhile, the
subj ect property for 2000 through 2002 reflected total revenue
ranging from $118.94 to $138.05 per patient day. From this
hi storical inconme data, he determned a stabilized revenue of
$138. 00 per patient day based on the actual gross inconme; with a
stabilized occupancy rate of 95% Van Santen projected potenti al
yearly gross incone of $9,905, 261 (Report p. 91).

Next, expenses such as nursing, housekeeping and plant, dietary,
enpl oyee wel fare, laundry and |inen, managenent fees, general and
adm ni strative, along wth insurance were considered for
projected total operating expenses of $8,247, 206. To maintain
the nursing hone and thus maintain the room and board rates

periodically personal property nust be replaced; part of the
earnings nust be directly attributable to the personal property.

4 of 36



Docket No. 04-00988.001-C 3

Van Santen concluded based on personal property data from the
cost approach the depreciated value of the personal property with
an 11% rate of return over four years results in a deduction for
return on and of personal property of $166,635 annually. Thus,
the apprai ser concluded a stabilized net income before deduction
for real estate taxes of $1,491, 419 (Report, p. 97).

The next step under the incone approach analysis was arriving at
an appropriate capitalization rate. Van Santen indicated that an
overall rate from the market was the preferable nethod (Report,
p. 100). Van Santen set forth net inconme data at the tine of
sale for five nursing honme properties considered conparable to
the subject. These five sales occurred from June 2001 to January
2002. None of the properties were |ocated near Kane County; one
was in far western Illinois (Carroll County); one in rural
west/central Illinois (Geene County); and three in the
metropolitan East St. Louis area. The properties had buil di ngs
ranging from 14 to 33 years of age and sale prices ranging from
$1,899,368 to $7,888,057 or from $15,569 to $52,587 per bed,
i ncl udi ng | and. At the tinme of sale and based upon published
data, these properties had net operating inconmes ranging from
$202,894 to $999,834 or from $1,663 to $6,665 per bed. These
sales and income figures resulted in overall capitalization rates
ranging from 10.7%to 12.8% The apprai ser al so used the band of
i nvestnment technique arriving at a capitalization rate of 12%
As a further indicator, Van Santen considered published
i nvestment surveys of capitalization rates for nursing hones
whi ch ranged from 10% to 15.5% Van Santen concl uded an overal
rate for the subject property of 13.0% Then, through a series
of calculations as reflected on page 104 of his report, Van
Santen determned an adjusted effective tax rate of .8% was
necessary. Capitalizing the subject's net inconme of $1,491, 419
by the rate of 13.8% results in a narket value of the total
assets of the business by the income approach of $10, 800, 000,
rounded.

In the next step under the incone approach the appraiser sought
to quantify how nuch of this "total assets of the business" val ue
was represented by the business enterprise as opposed to the |and

and bui |l di ng. As stated on page 48 of his report, "business
enterprise value is a term applied to the concept of the val ue
contribution of the total intangible assets of a continuing
busi ness enterprise such as marketing and managenent skill, an
assenbl ed work force, working capital, trade nanes, franchises,
pat ents, t rademar ks, contracts, | eases, and operating

agreenents.”
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In addition to the foregoing itens, Van Santen identified a
certificate of need® as being an intangible asset of the property
and the owner/operator even though it cannot be sold separately
fromthe property in Illinois. The certificate of need enhances
the market value of the total assets of the business; in the
appraiser's opinion, the certificate of need is not part of the
real estate, although he acknow edged that the facility cannot
achieve its highest and best use as a nursing home w thout the
certificate of need. Van Santen also nade reference in his
report to sales data for certificates of need in Ohio for
facilities that ranged from 15 to 107 beds and sales prices
ranging from $17,000 to $25,500 per bed (Report, p. 106). Van
Santen also considered the discharge agreenent(s) and |evel of
patient acuity (level of care required), which he previously
referenced in his testinony, as part of the subject's intangible
assets which must be considered part of the business enterprise
val ue.

At pages 51 through 57 of his report, Van Santen set forth the
four nethods he considered to deduct for business enterprise
value: (1) conparison of the cost approach value to the incone
approach value, (2) the capital cost conponent for the Mdicaid
rate, (3) the Departnment of Housing and Urban Devel opnent | oan
underwiting guidelines, and (4) differential between real estate
rent and goi ng concern incone. Then at pages 108 through 112 of
his report, Van Santen set forth his analysis of each nethod with
regard to the subject property.

Met hod four was found to be inapplicable as there were no arms
| ength | eases involving the subject property. Van Santen al so
testified that very little weight was placed on the third nethod
as it is an arbitrary nunber by the governnment assigned to all
nursi ng hones across the country uniformy assum ng the anmount of
busi ness enterprise value is the sane. H s analysis of nmethod
three to the subject is set forth on pages 110-111 of his report
and provides a range of business enterprise value under this
nmet hod from $1, 618,408 to $2,697,346. Van Santen testified that
reliance was placed primarily on the first nethod and secondarily
on the second net hod.

Under nmethod one, the estimted market value of the total assets
of business of $10,800,000 arrived at under the income approach
is then reduced by the real estate conponent (value found in the
cost approach) for an estimated business enterprise val ue. As
set forth in summary on page 112 of the report, this first method

2 Pursuant to governnmental regulation by the State of Illinois Health

Facilities Planning Board, in order to control the nunmber and cost of nursing
homes, the government establishes <criteria to determine the need for
addi ti onal nursing beds and determi nes whether to issue a Certificate of Need
upon application. (REAC report, p. 26)
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arrived at a business enterprise value of $7,200,000, although
there is an error here. As shown on page 108 of his report, Van
Santen erroneously stated the value under the inconme approach was
$10, 900, 000. In fact, mnmethod one results in a business
enterprise val ue of $7, 100, 000.

As to the second nethod, Van Santen indicated that there are
typically three conponents to the Medicaid rate: nursing and
di rect care; support services; and capital cost. In this second
net hod, the appraiser isolates the real estate value by
considering the capital cost conponent of the Medicaid
rei mbursenent rate applicable to the particular state where the
property is located. As to the subject property, 70% to 80% of
the overall patient census has been Medicaid patients. For this
apprai sal, based on data fromthe Illinois Departnment of Public
Aid, Van Santen sets forth that the 2003 capital cost conponent
of the Medicaid daily reinbursenent rate specific to the subject
property was $12.79 or approxinately 11.6% of the total daily
rate (Report, p. 109); the remaining 88.4% of the daily rate
consi sts of reinbursenent for nursing care and support services.
Van Santen al so noted that he found the Medicaid rate paid to the
subject is fairly average of the conpetitors.

Since the capital cost conponent is intended to provide a rate of

return on the land and buildings, with additional anmounts added
for equipnent, working capital interest costs, and real estate
taxes, Van Santen adjusted the anmount to renpve equipnent,

wor ki ng capital interest costs and real estate taxes. Based on
the information he received from the Illinois Departnent of

Public Aid, a total of $3.79 per patient day was deducted for

these itens |eaving $9.00 per patient day for return on the |and
and buildings as reflected on page 109 of his report. At $9.00
per patient day for one year for all 207 beds and 95% occupancy,

Van Santen found $645,995 as net inconme attributable to the real

estate (TR 86). To this figure, Van Santen estimated a 10%
capitalization rate for the real estate conponent only which
resulted in $6,460,000, rounded, for the real estate. Then,

taking the total assets of the business value of $10, 800,000 and
this net inconme for the real estate only derived from the
Medi caid reinbursement rate, Van Santen concluded a business
enterprise val ue of $4, 340,000 under the second nethod.

In reconciling methods one and two, Van Santen concluded an
estimated business enterprise value of $6,500,000, rounded; as
noted in the report, this figure is then to be deducted fromthe
final values wunder both the inconme capitalization and sales
conpari son approaches to arrive at a value for the real estate
only. Once the business enterprise value is deducted from the
total assets of the business under the incone capitalization
approach, it results in an estimted value of the real estate
only based on the incone approach of $4, 300, 000.
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Under the sal es conparison approach, Van Santen exam ned sal es of
ot her nursing hones which include a great deal of tangible assets
such as personal property, the land and building along wth
busi ness enterprise value. Van Santen's report notes that
adjustnents for differences are necessary since no properties are
identical and the sales data is presented sinply as sone of the
transactions taken into consideration in arriving at an opinion
of value, not as independent evidence of the value of the
subj ect .

The apprai ser considered five sales of nursing hones primarily in
downstate Illinois (referenced previously with regard to the
capitalization rate). These sales occurred between June 2001 and
January 2002 for total sales prices ranging from $1,899,368 to
$7,340,376; Sales 2, 3 and 4 are said to be part of a bulk sale
transacti on which had an aggregate unit price of $44,444 per bed,
including land. The data further indicates the buildings ranged
in age from 14 to 33 years old and ranged in size from 27,852 to
55, 385 square feet of building area. The properties had from 119
to 150 beds in each facility. At the time of sale, the
properties had occupancy rates ranging from 67.8% to 85% and
payor m xes of Medicaid patients ranging froma | ow of 66.4%to a
hi gh of 94% Van Santen sunmarized sonme of the data on these
sales in a chart on page 127 of his report which reflects sale
prices ranging from $15,569 to $52,587 per bed, including |and.
The apprai ser nade adjustnents to the properties for differences
in location, age, occupancy rate at tinme of sale, building size,
and nunber of beds.

The report states that strongest consideration was "given to the
net inconme per bed, since this unit of conparison inherently
reflects all of the physical and econom c characteristics of the
nursing hone operation.” (Report, p. 126) In order to conpare
the net operating income per bed after taxes of the conparables
to the net operating incone per bed of the subject, Van Santen
utilized conclusions drawn in the incone capitalization approach
to arrive at an estimte of the stabilized net incone after
estimated stabilized real estate taxes of the subject (Report, p.
115). Van Santen concluded that the stabilized net incone after
taxes of the subject property would be $6,706 per bed. On page
128, Van Santen sunmarized his calculations of net operating
i ncome per bed after taxes of the sal es conparabl es which ranged
from $1,663 to $6,665 per bed. Wth a net incone per bed
slightly higher than the conparables, Van Santen concl uded that
the subject has an estinmated retrospective market value of the
goi ng concern of $53,000 per bed unit or $10,971,000 given that
the conparable properties had sales prices ranging from $15, 569
to $52,587 per bed. From this estimate of the market value of
the total assets of the business based on the sales conparison
approach nust be deducted the business enterprise value of
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$6, 500, 000 and the depreciated value of the personal property of
$517,500 to arrive at a value of the real estate only of
$3, 953, 500. Thus, under the sal es conparison approach Van Santen
arrived at an opinion of value of the real estate only of
$4, 000, 000, rounded, as reflected on page 128 of his report.

In reconciling the three approaches to value, Van Santen noted in
his report that he placed nost weight on the cost approach since
it did not necessitate adjustnments for the going concern val ue
(Report, p. 130), but later indicated that nbst enphasis was
"placed on the value estinmates obtained in the Incone
Capitalization Approach and Cost Approach.” (Report, p. 132)
From the data set forth in the report, Van Santen concl uded that
the retrospective nmarket value of the real estate portion of the
total subject property as of January 1, 2003 was $4, 000, 000.

On cross-exam nation, the appraiser acknow edged exam ning

fi nanci al statenments (accounting-type statenents), plat of
survey, property tax bill, and floor plans of the subject
property along with information from the Illinois Departnment of

Public Aid with regard to Mdicaid rates and the various
conponent parts. Typically Van Santen al so requests records of
recent capital inprovenents from the owner, but did not nention
that as one of the docunents he reviewed; he testified that his
report accurately reflected the <condition of the subject
property. Wth regard to his inspection of the property on June
18, 2004, Van Santen testified that the "admnistrator"” at the
time wal ked him through the facility, but he could not recall a
nane. (TR 60)

In questioning by intervenor's counsel, Van Santen acknow edged
that the subject property's 2003 97% occupancy rate exceeds the
industry standard in that it is higher than the majority of the
conpetitors.

Wth regard to his effective age determnation, Van Santen
indicated on cross that in the hundred or so nursing hone
appraisals he has perforned in the last few years, he has not
al ways found the actual age to be the effective age of the
property; however, Van Santen reiterated that the subject
property reflects its relative age. Furthernore, Van Santen
acknow edged that his appraisal reflected no capital inprovenents
to the subject in the five year period of time prior to the
effective date of the appraisal. However, Van Santen admtted
that he was not hired to express an opinion on the value of the
subj ect property as of January 1, 2004, the lien date at issue in
thi s proceedi ng.
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When consi dering the other nursing homes in Kane County |isted on
page 29 of his report, Van Santen acknow edged that the subject
was the "biggest"® nursing hone in the county.

Wth regard to entrepreneurial profit, Van Santen clarified that
direct costs would typically be referred to as "hard costs"
whereas indirect costs would be things like interest or other
i ncidental costs associated with carrying the property while it
is under construction. The cost of obtaining appropriate zoning
for a nursing home would be attributable to the |and value. Upon
questioning by intervenor's counsel, Van Santen characterized a
certificate of need as an intangible asset which is assigned to
both the parcel of land and the particul ar owner/operator despite
the fact that it cannot be sold separately in Illinois; Van
Santen reiterated that the <certificate of need is not an
"indirect cost" associated with the property. Furt hernore, Van
Sant en acknowl edged that the subject cannot achieve its highest
and best use as a licensed nursing hone without the certificate
of need.

When questioned about |eases involving the subject property, the
appraiser noted that there were no "arms length" |eases
i nvol ving the subject property; although there was a lease to a
rel ated conpany.

Wth regard to the historical operating statenent of the subject
property (Report, p. 88), Van Santen acknow edged that for years
2001 and 2002, the subject property experienced an increase of
total revenue per patient day from the prior year of 13.4% and
13.3% respectively.

As explained in cross-exam nation for one portion of his business
enterprise value determnation, Van Santen utilized information
provided by the Illinois Departnment of Public Ald as to the
amounts to be deducted for noveable equipnent, working capital
interest costs of a short-term debt nature and real estate taxes
resulting in a net of $9.00 per patient day for return on the
 and and bui |l di ngs. Van Santen acknow edged that he cal cul ated
this return based on 100% Medicaid occupancy with a 10% real
estate capitalization rate and therefore arrived at an estinated
real property value of $6,460,000, even though the facility had
only about 70% Medicaid occupancy. Van Santen agreed wth
intervenor's counsel that the foregoing calculation was akin to a
rat e- based approach to value, but he would not agree with counsel
that $6, 460,000 was Van Santen's opinion of value of the real
property nor the value as determined by the Illinois Departnent
of Public Aid (TR 102-03). Van Santen did agree this figure was

3 Al'though "biggest" was not defined, it presumably refers to the nunber of
beds. Although, it is noted that three of the other 21 Kane County |long-term
care nursing hone facilities also have in excess of 200 beds per facility.
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one indication of the value of the real property. However, in
subsequent testinony on cross-exam nation, Van Santen agreed with
counsel that "for purposes of the State [IDPA], [the value is]"
$6, 460, 000 (TR 110-111).

Regarding the reconciliation of his nmethods of determning
busi ness enterprise value finding a conclusion of $6.5 mllion,
Van Santen testified that he placed nost weight on nethod one
which found a $7.1 mllion value, with sone consideration given
to method two which found a $4,340,000 value (TR 105). The
apprai ser acknow edged that he relied primarily on nethod one
which is driven by the appraiser's determ nation of effective age
and depreciation and that nmethod two is determined largely from
objective data fromthe Illinois Departnent of Public A d, except
for Van Santen's 10% real estate capitalization rate. The
average of the two nethods used would be $5,770,000 which is
about $730,000 Iess than Van Santen's estimated business
enterprise val ue.

Van Santen al so acknowl edged that if he had selected a younger
effective age for the subject property, the depreciation figure
woul d be reduced and the replacenent cost new | ess depreciation
woul d be a higher figure. He also admitted that such adjustnents
woul d bring the total figure closer to $6, 460, 000.

Wth regard to the selected sales under the sales conparison
approach, the apprai ser acknow edged that none of the sales were
in the "Chicagoland" area and that all of the sales were
substantially fromdownstate Illinois.

Finally, while Van Santen arrived at a value conclusion for the
subj ect property of $4,000,000, counsel for intervenor pointed
out that based on Van Santen's appraisal report the "State"
(1 DPA) val ue was $6, 460,000 and the estimated fair market val ue
based on the 2004 assessnent was $5, 473, 000.

On redirect examnation, the appraiser indicated that he was
aware of a situation within the past three years in downstate
[Ilinois where a nursing hone (along with its certificate of
need) was purchased by another nursing home in the sane service
area; the purchased nursing honme was closed and the certificate
of need was transferred through a process with the State of
I[1linois to the buyer's existing facility.

The appellant's second witness was Kim Kohls, Adm nistrator of
Countryside Healthcare Center. As Administrator, Kohls is
responsible for total operational managenment of the facility.
She testified that having worked for this facility for seven
years and as a nursing hone admnistrator for a total of 23
years, in each facility she has been associated with she has
i ncreased the census to a very high occupancy rate by focusing on
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the niches in the comunity where the needs exist. For this
facility, one factor in the niche market is a referral contract
for discharged patients providing only two choices for referra
i ncludi ng the subject property. In addition, the facility is the
only one in the area to accept "Public A d pending" patients
where the facility works with the patient through the approval
pr ocess.

Based on the estimated fair narket value of $4,000,000 and
applying the 33.33 percent |level of assessnent, the appell ant
felt that a total assessment of $1,333,200 was supported for the
subj ect property. The inference was that the appraiser's market
value estinmate would be the sane as of January 1, 2004, the date
of valuation in this appeal, although Van Santen was never asked
for an opinion as of that date.

The board of review submtted its "Board of Review Notes on
Appeal " as required by the Property Tax Appeal Board wherein the
final assessnment of $1,824,278 of the subject property was
di scl osed. The final assessnent reflects an estimted nmarket
val ue of $5,479,958 or $26,473 per bed using the 2004 three-year
nmedian |evel of assessnents for Kane County of 33.29% as
determ ned by the Illinois Departnent of Revenue.

In support of the assessnment of the subject property, the board
of review submtted a property record card of the subject and a
grid analysis with mniml descriptive data entitled "Nursing
Honmes." As stated by the board of review nenber at hearing, the
grid was prepared by the assessor to show uniformty at the tine
of the | ocal appeal hearing.

To sunmarize, for seven either retirenment hone or nursing hone
properties in the area, the grid stated the parcel identification
nunber, address, nunber of stories, nunber of beds, |and size,
buil di ng size, |and assessnent, inprovenent assessnent, and total
assessnent for each property. By presenting equity conparables,
the board of review failed to address the appellant's market
val ue evidence with this aspect of its grid.

In addition, this same grid contained sales price data for six of
these properties in the area. Facilities wth sales data ranged
in size from 16,118 to 159,966 square feet of building area and
from68 to 244 beds or units. These sales occurred between July
1996 and OCctober 2003 for total sales prices ranging from
$100, 000 to $13,516,615 or from $671 to $58, 261 per bed or unit,
i ncl udi ng | and. Only two sales which occurred in Septenber and
Cctober 2003 for sale prices of $671 and $6,618 per bed or unit
i ncl udi ng | and, respectively, wer e recent enough for
consi deration for a 2004 assessnent appeal based on
overval uation. Furthernore, the subject's estimted nmarket val ue
based on its final assessment of $5,479,958 or $26,473 per bed,
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including land, falls far above the range established by these
nost recent suggested sal es conparabl es presented by the board of
reviewin this grid anal ysis.

For purposes of this appeal pending before the Property Tax
Appeal Board, the board of review relied upon the appraisal
presented by the intervenor and allowed intervenor's counsel to
take the | ead at the hearing.

The intervenor appeared before the Property Tax Appeal Board
t hrough counsel with an appraisal which estimated a fair market
value of the subject property as of January 1, 2004 of
$6, 200, 000, and also presented supporting testinony by the
apprai ser at the hearing.

The intervenor's only wtness was N cholas F. Solano, an
apprai ser since 1982 currently with Integra Realty Resources who
prepared the appraisal report. The report on its face indicates
it was prepared for both the Chairman of the Kane County Board of
Review for ad valorem tax assessnent purposes and the Wiitt Law
office as counsel for the City of Aurora (Report, p. 4).

Solano testified that he has been a nenber of the Appraisal
Institute with an MAl designation since 1990 and al so has been a
licensed State Certified General real estate appraiser since
1992. He further testified that he has experience in valuation
of specialized real estate properties such as nursing hones,
hotels, and other properties related to business interests |ike
bowling alleys and car washes. Sol ano's prior experience
specifically with nursing honme valuations from the early 1990's
to 2005 has involved five prior appraisal projects in Asip,
Elgin, Rolling Meadows and Lansing, one of which was for
condemat i on purposes and the others of which were for tax appeal
and financing purposes. The witness was tendered as an expert
wi t hout objection.

The appraiser testified that he inspected the subject property in
March 2006 by wal king through the commobn areas, sone of the
private roonms, commopn shower facilities, cafeteria, and other
areas finding it to be a well mintained property in good
condition. On this inspection, the apprai ser was acconpani ed by
a mai ntenance man of the facility and an assistant manager. The
apprai ser testified that he specifically inquired about the age
of the roof and was infornmed that it typically was replaced in
phases; of the four wi ngs of the building, one-half had been done
"a few years earlier” and the other half needed to be schedul ed
in the future. In devel oping his conplete appraisal in a self-
contained report of the subject, Solano considered the three
traditional approaches to val ue.
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Under the cost approach to value, the appraiser first analyzed
the land value as if vacant. Sol ano selected five |and sales
from Naperville, Schaunmburg, Elk Gove Village, St. Charles and
Aurora; four of the sales were for assisted living or nursing
honme use and the property in Aurora was for residential use. The
sales occurred from January 2000 to January 2003 with the | and
ranging in size from 139,392 to 341,946 square feet. The sale
prices ranged from $700,000 to $1, 700,000 or from $4.80 to $8.50
per square foot of Iland area. The appraiser considered
adjustnments for a nunber of factors including tinme, |ocation,
size and zoning which resulted in adjusted sale prices of $5.37
to $8.80 per square foot or an average of $6.61 per square foot.
Sol ano opined that the applicable unit value of the subject was
$7.00 per square foot of land area for an indicated | and val ue of
$915, 000, rounded.

In order to estimate the replacenent cost new of the
i mprovenents, Solano utilized the Marshall-Swift Cost Valuation
Service with an average quality rating and nasonry construction
with adjustnents for tinme, |ocation, sprinklers, and an el evator
to arrive at a final base cost with sone of the indirect costs
i ncluded. The appraiser added an all owance of 5% for additiona

i ndirect costs not accounted for by the valuation service such as
taxes and carrying costs on land during construction, |egal and
accounting fees, and others.

Sol ano al so added a final conponent of entrepreneurial incentive
of 15% of the total direct and indirect costs as profit to the
real estate. Solano testified that entrepreneurial profit is a
profit a developer would expect to earn on construction of a
bui | di ng such as the subject which is over and above repl acenent
cost; it is a commopn market based profit margin. In the report,
it states entrepreneurial incentive "is the economc reward that
woul d be necessary to notivate a devel oper to undertake the real
estate project.” Solano testified that it is common to add the
factor of entrepreneurial profit in the replacenment cost.

Solano testified the total replacenent cost estimate was for the
cost to construct new as of January 1, 2003, not 2004. Sol ano
arrived at an adjusted base cost of $113.05 per square foot for a
conval escent hospital of 60,275 square feet of building area or a
total of $6,814,068.* To the base replacenent cost of the
bui |l di ng, the appraiser added his indirect costs of 5% ($340, 703)
and his entrepreneurial profit of 15% (%1, 022,110) to arrive at a
total estimated replacenent <cost new of the building of
$8, 176, 882. Sol ano then opined the value of site inprovenents of
the parking lot and l|andscaping to be $248, 000. To the site
i nprovenents, Solano again added his indirect costs of 5%

4 In actuality, $113.05 nultiplied by 60,275 square feet of building area
equal s $6, 814, 089.
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($12,400) and his entrepreneurial profit of 15% ($37,200) to
arrive at a total estimated replacenent cost new of the site

i mprovenents of $297, 600. Thus, Solano opined the total
repl acenent cost new of the inprovenents, inclusive of direct and
i ndi rect costs along wth entrepreneurial i ncentive, was

estimated to be $8, 474, 482.

To arrive at depreciation, according to Solano's testinony an
adjustnment nust be made for the age of the facility and the
utility of the facility; in other words, how the market would
view the property in its pricing. Solano utilized a nodified
age-life method of depreciation being a ratio of effective age
which he estimated to be 18 years and economic life which he
estimated to be 50 years.

Solano justified his effective age estimate testifying that from
hi s observation the subject had an estimated remaining life of 32
years before it nmust wundergo a nmjor rehabilitation or be
conpletely redeveloped in order to be economcally viable.

Solano further testified that he arrived at his effective age
based on how the property would be priced on the market based not

only on its physical condition which is good, but also on the
econom cs of the market and the supply and demand for facilities
like this in the market. According to Solano, actual age and
effective age are usually only the same when the property is in
| ess than average condition and demand is not what it was before;

in the Chicago area, it is comon for effective age to be |ess
than chronol ogical age because properties are continuously
mai nt ai ned and updated along with demand factors and economc
factors which justify an effective age of |ess than chronol ogi cal

age.

Based on his belief that there is a good demand for nursing
hones, the effective age of the subject would therefore be |ess
than the chronol ogical or actual age of the property. Thus,
Sol ano estimated accrued depreciation of 36% for the building of
$2,943,677; a higher depreciation of 40% was estimated for the
site inprovenments resulting in depreciation of $119, 040. To
further support this calculation, Solano noted that wth $3
mllion of depreciation in the cost approach, this works out to
about $50 per square foot which falls within the range the
appraiser is famliar with for restoring residential properties
such as apartnents to condom niuns to al nost new condition. No
further deduction for functional or external obsolescence was
justified according to Solano. In summary, Solano found the
depreciated replacenent cost of the subject including site
i nprovenments was $5, 411, 764. After adding the land value, the
appraiser arrived at an estimated market value of the subject
property under the cost approach of $6, 330, 000 rounded.
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Next, Solano's report exam ned the sal es conpari son approach. 1In
anal yzing five conparable sales obtained from the Chicago area,
the appraiser utilized the price per bed as the appropriate unit
of conparison.® One bulk portfolio sale (Sale #1) occurring in
January 2003 involved five separate properties with a total of
574 beds located in Cook and DuPage Counties where the buil dings,
whi ch opened between 1967 and 1996, ranged in size from 14,364 to
74,419 square feet on parcels ranging from1.81 to 3.62 acres of
land and sold for a total of $20, 496, 666. Averagi ng the total
sales price over the number of beds, the report summarizes the
sal e as being for $35, 708 per bed, including land. The appraisal
report al so acknow edges the occupancies of these five properties
conprising Sale #1 ranged from 71% to 89% with 82% being the
overall average set forth in a summary chart on page 58 of
Sol ano's report. In addition, Solano reported the effective
gross incone of these properties as $19, 130,220 with private pay
occupancy of 30% at the tinme of sale and an average Medicaid
rei mbursement rate of $91.75 per patient day.

Sal es data for the four remaining Cook County sal es occurred from
Decenber 2001 to Novenber 2003 with structures which were built
from 1965 to 1988. These buildings ranged in size from43,800 to
95, 000 square feet of building area and had from 146 to 259 beds
at each facility.® The land area of these properties ranged from
.87 to 10.330 acres. Cccupancy rates of Sales #2 through #5
ranged from 67% to 93% These four sales conparables ranged in
sale price from $6,300,000 to $9,000,000 or from $27,600 to
$60, 000 per bed, including |and. In his report, Solano also
reported effective gross inconmes for Sales #2 through #5 ranging
from $3, 741,200 to $5,174,729; it is noted that Sales #2 and #5
represent the low and high end of the range of effective gross
i ncomes, respectively, and Solano reported that he "estinmted"
these particular properties' effective gross inconmes. Solano did
not specify how he nmade those estinmated cal cul ati ons for Sales #2
and #5. Solano additionally reported Sales #2 through #5 had
private pay occupancy rates of from 1% to 31% and Medicaid
rei mbur sement amounts ranging from $73.20 to $102.86 per patient
day. Solano reported the subject property as of January 2004 as
havi ng 97% occupancy of which 27% was private pay and a Medicaid
rei mbursement rate of $103.76 per patient day.

To these sales, the appraiser made adjustnments for time-narket
conditions, |ocation, age, size and economc factors. Sol ano
adjusted the sales for different econom c characteristics such as
occupancy, payor mx and Medicaid rates (Report, p. 60). The

® On page 47 of the appraisal report, it was stated that "price per room was
sel ected for conparison.

6 Sale #3, while listed as having 246 beds, was noted as broken down into 163
skilled care licensed beds and 86 internediate care |icensed beds. No ot her
conpar abl e was defined in this manner.
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report summarily states "[t]he other sales have simlar effective
ages conpared to the subject property.” (Report, p. 60) Based
on econoni c characteristics, Solano found the subject property to
be superior to all of the sales conparables. In summarizing his
val ue i ndication based upon the sal es conparabl e approach, Sol ano
made two erroneous statenents concerning the range of sale price
val ue indications from "$27,267" to $60,000 "per roonl prior to
adj ustnent (Report, p. 60). As depicted on his chart on page 58,
the range is actually $27,600 to $60, 000 per bed.

After adjusting for tinme on four of the sales, Solano conbined
hi s percentage adjustnents for |ocation, size, condition and age,
and econom c factors. In total for the five properties these
|atter adjustnents ranged from -20% to +60% and resulted in a
range of $45,974 to $55,557 per bed, although the report
m stakenly classifies the data as price "per room" After these
upward and downward percentage adjustnents nmade to the sales
conparabl es on a price per bed basis as set forth in the chart on
page 61 of the report, Solano arrived at an average adjusted
price per bed of $49,459, again mstakenly stated as price "per
roonm (Report, p. 61).

Considering this data, Solano chose a sale price "per bed" of
$50, 000 or $10, 350,000 for the subject property. "This [val ue]
is toward the Iow end of the indicated range of the conparable
sales because the subject is already running at near full
capacity, and has mnor upside potential wunder the current
operation."” (Report, p. 61) For further reference, Sol ano noted
that the subject had a stabilized effective incone estimate under
his incone approach of $9,703,860 or an effective gross incone
multiplier of 1.07. Solano summarized that the conparabl e sales
had effective gross incone nultipliers ranging from1.07 to 1.74
based on estimated inconme at the tine of sale. Thus, Sol ano
found this analysis supported his price "per roonmt concl usion.

Sol ano' s estimate of $10,350,000 for the subject property based
on the sales conparison approach was a market value of the rea
estate, personal property and the intangible business value or
going concern value. On page 62 of his report, Solano deducted
both the contributory value of personal property of $1,020,000
and the contributory value of business interests of $3,000, 000
which were calculated in his incone approach. Havi ng extracted
those itens of personal property and business interest, the
apprai sal report arrived at an estimated narket value of the real
estate only under the sales conparison approach of $6, 330, 000.

Next, Solano testified that there are generally two accepted
techniques to apply the incone capitalization approach: di rect
capitalization and yield capitalization (discounted cash flow
anal ysis). Under yield capitalization, the appraiser spreads the
i ncome over a holding period of, for instance, ten years and then
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di scounts that back to a present value estinate. |n other words,
it is a time series analysis. In conparison, di rect
capitalization takes a single year's incone and capitalizes that
into a value estinmate. Solano felt the direct capitalization

approach was the nost appropriate nethod for the subject nursing
home property.

To begin his analysis, Solano exam ned the prior years' history
of the facility from 2000 through 2003 in terns of incone from
financial statenents, a rate sheet for the subject property,
expenses and net incone as presented in the subject's financia
statenents whi ch had been provided. To begin the incone analysis
as shown on page 64, Solano noted that inconme derived from non-

private residents is set by the Illinois Departnment of Health
[sic].” Moreover, Solano reported the subject property consists
of 131 licensed skilled nursing care beds and 76 |icensed

internedi ate care beds. Wil e Sol ano noted that Medicaid rates
are specific to each facility and for 2003 the subject's base
Medicaid rate was $103.76 per patient day, his report further
noted that the Medicaid rate was not usually a point of valid
conparison in the valuation process although private pay rates
were a matter of conparative anal ysis.

Sol ano found that 27% of the occupancy of the subject for 2003
was private pay of an average of $174.36 per day. Meanwhile, 73%

of occupancy was controlled by rates established by the Illinois
Departnment of Public Health [sic] and "the subject property is
dependent on rates established by the Departnent.” In order to

gather market data, Solano reported that a survey was done of
private pay rates for other nursing honmes in the subject market
area; the survey results for five facilities with from68 to 185
beds are set forth in a table on page 65 of the report. Only
four properties reported private pay daily rates ranging from
$130 to $184 for single and from $100 to $166 for double
occupancy roons as of Decenber 31, 2003 and these facilities
range from 6% to 73% private pay residents. From these four
surveyed properties, Solano concluded a narket average of $161
per day for a single and $134 per day for a double room Sol ano
noted that the subject's private pay rates were toward the higher
end of the market average at $195 per day for a single room and
$160 per day for a double room The report also notes that
private pay rates are a function of the age/quality of the
facility, its location, services provided, managenent/reputation
and cost of operations. From the foregoing data, Sol ano
concluded that the subject's rate of occupancy and private pay
rates were reasonable at market |levels (Report, p. 66).

" The Illinois Departnment of Public Health |icenses and inspects nursing hone
facilities for health conpliance issues. The Illinois Departnment of Public
Ai d establishes Medicaid reinmbursement rates in Illinois.
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Sol ano then analyzed the potential gross incone of the subject
property based on its 2003 Medicaid rei nbursenent rate which was
now stated to be $103.53 per day and which was noted to be
increased to $111.08 per day for 2006. Besides the private pay
income for approximately 55 beds earning an average of $174.36
per day, additional income in addition to Medicaid/ Medicare
rei mbursenments is also generated for supplies and extra therapy
servi ces. Gross revenue from private and public-pay residents
bet ween 2000 and 2003 ranged from $121.36 to $136. 34 per occupied
bed per day. Utilizing an average revenue rate of $136.50 per
bed per day, Solano estinmated the gross potential stabilized
income of the subject at $10,003,860 which includes a vacancy
al | onance of 3% for the subject.

Solano further noted that based on market data as set forth on
page 65 of his report, the five market area properties reported
occupancy rates of from 57% to 93% or an average in the Aurora
mar ket of 81% whereas the subject from 2000 to 2003 nmaintai ned
occupancy of from 86.2% to 97.1% or an average of 92% with an
upward trend since 2000. Solano attributed the subject's high
occupancy rate to its physical plant, condition of the property,
and the managenent/expertise along with the reputation of the
facility as well. Sol ano viewed the managenent of the subject as
bei ng above average, but clarified that he appraised it as a
nursing home with 24-hour skilled nursing care w thout doing an
in depth managenent study of the facility for a valuation of the
nursing hone business with the real estate conbined; the instant
apprai sal was not a busi ness anal ysi s.

In his report, Solano then refined the incone estimate of
$10,003,860 to account for bad debts, interest incone and
Medi cai d/ Medi care rei mbursenent adj ustnents. Based on the
historic data of the facility, he determned the stabilized bad
debt adj ustnment was rounded down to be an estinated -$360, 000 and
the other income sources were rounded down to add an estimated
$60, 000 for valuation purposes. Thus, the appraiser estinmated
total effective gross incone to be $9,703,860 for valuation
pur poses.

Based upon the historic financial data of the subject from 2000
to 2003, the operating expenses (before real estate taxes) were
found to be from $41,889 to $45, 231 per occupied roomor from 87%
to 102% of effective gross incone; expenses ranged from $114 to
$124 per patient day between 2000 and 2003. The actual expenses
i ncl uded managenent fees for the subject of from 8% to 8.63% of

ef fective incone; given industry averages, the appraiser found a
5% managenent fee to be nore reasonable and that figure was used
in the stabilized estimte for valuation purposes. Additionally,

expenses did not include a replacenent reserve, so based on the
age and condition of the subject facility the apprai ser estinmted
a reserve account of $500 per bed or rounded to $100, 000. Thus,
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based on the foregoing, the appraiser on page 68 sumarized
stabilized expenses (including reserves but excluding taxes) to
be $41, 119 per occupied "roont although the narrative on page 68

references this as expenses per "bed." Solano in his chart sets
forth the expenses to be $113 "per patient day" and 85.17% of
effective gross incone. The chart on page 69 of the report

reflects total estinmated stabilized operating expenses before
adj ust ment of $8, 265, 000. From this foregoing data, Sol ano was
able to estimate a stabilized net operating inconme of $1,438, 860
annual |y before deduction of real estate taxes.

Solano then determned a capitalization rate by wutilizing
i nvestor surveys as well as capitalization rates extracted from
his conparable sales data. Using study data, aver age
capitalization rates for nursing homes ranged from 10% to 16%
with an average of 13% for 2003; the appraiser's report noted
that rates have noved upward over the past two years (Report, p
70) . Next, from exam ning his conparable sales data, Solano
noted that the capitalization rate for the bulk sale property of
16. 80% woul d not be as neani ngful as the other cal cul ations; the
sal es showed capitalization rates ranging from 5.94% to 16.380%
with an average of 10.21% The incone for Sale #5 was noted as
estimated and resulted in an estimated capitalization rate of
11.50% the remaining three sales conparables presented
capitalization rates of 5.94%to 9.12% The report further noted
these were conposite capitalization rates, unloaded for taxes,
and were applicable to the real estate, personal property and any
business interest inherent in the sale price. Using the
informati on gathered from these two sources, Sol ano devel oped an
overal | unloaded capitalization rate for the subject which is a
bl ended rate for not only the real estate, but also the personal
property and the intangi bl e business interests, of 13%

At this point, Solano then loads the capitalization rate to
reflect the tax rate relative to the value of the property by
using the 2004 tax |levy, the assessnent ratio and an estimate of

what the real estate would contribute to the overall pricing of

the property. Through this analysis, Solano arrived at the
figure of 1.44% as shown on page 71 of the appraisal report.

Uilizing this data of a tax-loaded capitalization rate of 14.44%
and net operating income of $1,438,860, the appraiser arrived at

an estimated value of the realty, personal property and the
busi ness under t he i ncone appr oach utilizing di rect

capitalization of $10, 000, 000, rounded.

Components of the nursing home were the real estate (land and
buil ding), personal property (fixtures, furniture, and kitchen
equi prment), intangibles such as the business, expertise in
managenent, the going concern, and the good wll which were
val ued as part of the business valuation. Thereafter, to arrive
at a value for ad valorem tax purposes, Solano first had to
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account for the personal property (beds, furniture, televisions,
office furniture, etc.) and the equipnent. The report states
Marshall's data places a replacenent cost new estimate of $8, 500
per bed or approximtely $1,760,000 for the subject property.
Based on a 42% depreci ated cost basis with an effective age of 5
years and economc life of 12 years, the appraiser arrived at an
estimate of value contributing to the overall property of
$1, 020, 000. ®

Next, Solano had to account for the value attributable to the
busi ness (intangi ble business interests) which he arrived at by
beginning with an examnation of the Housing and Urban
Devel opnment (HUD) guidelines. Those guidelines for financing the
devel opnment of nursing honmes hold that a maxi mum of 25% of incone
is allocated to business interests. Sol ano acknow edged t hat
superior managenment or better managenent is nore of a business
interest for nursing hones than a real estate interest. The
report on page 73 further notes that good wll stemm ng from
reputation can be a significant part of the business interest for
a nursing hone. As to the subject's occupancy rate of 97%
Solano testified it was both a real estate interest and a
busi ness interest.

Uilizing the HUD percentage, Solano arrived at $360,000 as an
allocation to business interests in net incone and yet the
subject's financial statenents reflected a nuch higher figure.

As noted by Solano, deducting all expenses to operate the
property, including rent paid through partnerships, the facility
was still generating a great deal nore incone than $360,000. For

instance, Solano testified that in the prior year there was
al nrost $900, 000 in inconme and the year prior to that it was about
$700, 000. Because the HUD guidelines did not accurately reflect
the subject's historical inconme, Solano sinply estimted 50% of
the total net incone for business profit in this case or
approxi mately $720, 000.

To the total net incone for business profit of $720,000, Solano
then applied a capitalization rate of 25% which rate had to be
hi gher than the blended rate of 13% used for the overal

property; also he extracted capitalization rates from his
conparabl e sales for the business interests utilizing two sales
in particular which had capitalization rates of 30% or 35%
according to his testinony. In his report, Solano specified he
utilized bulk Sale #1 and Sale #5 which he analyzed to find
capitalization rates allocated to the intangible business
interests of approximately 37% and 30% respectively (see page
73). Applying the chosen 25% rate resulted in a business value

8 Deducting 42% depreciation from the total replacement cost new of the
personal property results in a depreciated value of personal property of
$1, 020, 800.
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of $2, 900, 000. Deducting this business value of $2,900,000 and
the personal property value of $1,020,000 resulted in an
estimated value of $6.1 nmillion rounded to the real estate only
based upon the i nconme approach.

Reconciliation of the appraiser's three value conclusions |ed him
to arrive at a final value conclusion of $6.2 nillion. In
further explaining his nethod of reconciliation, Solano testified
that the cost approach was neaningful in this report because it
is a pure real estate-based analysis whereas with the sales
conpari son and incone approaches the real estate figures were
residual figures; the range was tight anong the approaches and
Sol ano "chose the mddle.”

Wien questioned on cross-examnation about his effective age
determ nation, Solano reiterated that it is based not only on
physical condition, but also the economcs of the market in terns
of supply and demand for facilities like this; the subject
happens to be in good demand, the facility is neeting the needs
of the market, it has high occupancy, and has good earning
potential along with a history of good earnings which all played
into estimating the effective age. The facility's occupancy
relates to how it is neeting the needs of the market and its
econom ¢ potential. The above average occupancy is due to the
physical plant, the condition of the property, the above average
managenent, the expertise and reputation of the facility. The
i ntangi bl e business interests that were val ued together included
good will, expertise in nmanagenent, and all those interests that
go into the business or the going concern. Solano characterized
the 97% occupancy rate as both a real estate interest and a
busi ness interest; Solano was unable to assess how much of the
occupancy was attributable to each interest other than saying

"enough to support $6.1 mllion in real estate." (TR 240)
Solano admtted that factoring in above average nanagenent to
arrive at an effective age is a judgnent call, although he drew

upon the conparable sales data in estimating their depreciation
factors, each of which had effective ages |ess than their actual
ages; in addition, remaining |life also played into the estinmate
as wel | .

According to Solano, the actual age and effective age of a
property would tend to be the sanme in those instances when the
property is in less than average condition and the demand i s not
what it had been previously. On the other hand, commonly in the
Chicago area, effective age is |ess than chronol ogi cal age where
the properties are continuously maintai ned and updated al ong with
demand and econonmic factors which justify a lower effective age
than actual age of the property.

He further noted that his use of an effective age of 18 years for
the subject with a 32 year remaining life (before a conplete
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redevel opnment or rehabilitation would be necessary) resulted in
depreci ation of approximately $3 mllion under the cost approach
or about $50 per square foot of building area. Solano noted that
such a cost for restoration falls within the range of costs of
between $30 and $60 per square foot which he has seen in
condom ni um conver si ons of ol der apartnent conpl exes.

Sol ano acknow edged that he did not inspect, had no information
as to the actual ages or building square footages of any of the
five market conparables he identified on page 65 of his report.
Despite not having inspected these other narket properties,
Sol ano concluded from his inspection of the subject that it was
mai ntai ned and in good condition. Also in discussing this survey
data, Solano noted that his attenpt at a phone survey, posing as
an old person, was not successful and he had to resort to the
Internet for data as published "through the State of Illinois
website" effective as of Decenmber 31, 2003. (TR 232-34)

Wil e Solano defined entrepreneurial profit as a profit margin
for the devel opnent over cost, Solano adnmitted that he was not
aware of any specific instances where a nursing hone was built
and then resold for profit. Regardl ess, according to Sol ano,
entrepreneurial profits apply to all real estate but the factors
woul d change according to the category of real estate typically
ranging from 10% to 20% but a recent strip center the appraiser
was famliar with had profited over 30% \Wether the property is
built for use or built for resale, the reason to build it is for
a profit incentive and that profit incentive nmust be accounted
for somewhere according to Solano (TR 242). Furthernore, Sol ano
contends that there is profit both in the operation of the
nursing hone and in the construction of the real estate; the real
estate has to earn inconme first and any residual inconme after the
real estate goes towards the intangibles and personal property.
The real estate portion of the going concern is the biggest
portion of the investnent and nust earn a profit first before al

the intangibles earn a profit and that is why the capitalization
rate for the going concern is rmuch higher than the real estate.

Under cross-examnation it was established that eight parcel
identification nunbers were part of a bulk sale utilized in his
report as Sale #1. Wth regard to this bulk sale, the appraiser
adm tted that individual allocations of sales prices nmay not be
nmeani ngful data, but what he found to be neaningful was the total
portfolio price and from there he devel oped prices in ternms of
price per room gross incone multiplier and capitalization rate.
Wth regard to this sale, Solano used the CoStar data service to
gather the information reflected in his report and verified the
data with an Integra appraiser who was a participant in the
transacti on.
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Sol ano acknow edged that Sales #2 and #3 were properties |ocated
in Cook County and Sale #5 located in Barrington was considered a
better |l ocation than the subject's |ocation in Aurora.

To arrive at the non-realty conponents of the subject property in
the incone approach, Solano examined the prior year's actual
earnings as a guideline along with the HUD guideline. Basically,
since the financial statenents reflected a |ot higher earnings
from the actual inconme, he canme to a 50% figure since he was
valuing the intangible business interests (business profit,
interest on working capital and inconme for intangibles). In
apprai sals Solano perforned for two other nursing honmes, he did
not utilize the HUD guideli ne.

Sol ano acknow edged that the sale of a nursing hone generally
involves the real estate, fixtures, and going concern/business
i nterests. Wil e Solano has spoken to participants in other
busi ness rel ated real estate transactions, he has never spoken to
participants in a nursing home purchase to ascertain whether they
all ocated the sales price between real estate, personal property
and/ or business interests.

In closing argunent, intervenor contended the subject property
had an estimated fair market value of $6,460,000, a figure which
is not reflected in the value conclusions prepared by its
apprai sal expert, but rather was derived from applying direct
capitalization at 10% to the appellant's appraiser's net incone
attributable to I and and buil dings based on the Medicaid rate as
refl ected on page 109 of his report. Based on that figure as an
estimated fair nmarket value and applying the 33.33 percent |evel
of assessnent, this would result in an increase in the tota

assessnent of the subject property with a new assessnent sought
by the intervenor of $2,153,118.

Appel  ant subm tted docunentation (Appellant's Exs. 1A 1B & 10
to show that the Kane County Board of Revi ew has reduced the 2004
assessed val ues of three conparabl e nursing home properties which
the board itemzed in its assessor's grid sales analysis. Upon
objection to the subm ssion by the other parties, appellant nade
an offer of proof as follows. Appel | ant argues the board of
review s analysis can be used either to support uniformty or to
support the sale represented in the docunent. Citing to 400
Condo Assoc v. Thomas Tully, 398 N E. 2d 951 and Hoyne Savi ngs and

Loan Assoc v. Hare, 322 N E.2d 833 (judicial notice of subsequent
reducti ons).

In response, intervenor contends the appeal herein is based
solely on a recent appraisal; no rebuttal evidence of this nature
was filed when it could have been and thus should be barred at
this time; also based on the Admnistrator's testinony, two of
the three suggested properties are not "conparable" to the
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subj ect property. The board of review also opposed the
subm ssion noting that parties stipulate for varying reasons and
such stipulations should not be utilized as a basis for deciding
the correct assessed value of the subject property.

For its reply, appellant noted the 2004 reductions occurred
either within the past few days or a couple of nonths ago where
appel l ant's counsel represents the involved nursing hones.

The Property Tax Appeal Board hereby sustains the objections nade
by intervenor and the board of review to Appellant's Exhibit 1A
This exhibit is a grid depicting the assessnents for years 2004,
2005 and 2006 for three of the seven equity conparables set forth
in the board of reviews grid analysis. To the extent that
appel lant submtted this docunent to establish "corrections"” to
the board of reviews grid for 2004 equity conparable
assessnments, said data should have been presented during the
appellant's period for submssion of rebuttal evidence which
concluded on or about August 5, 2006.° More inportantly,
however, equity conparables, whether presented by the board of
review or by the appellant, are irrelevant in this proceeding as
they fail to address the appellant's overvaluation claimmade in
thi s proceedi ng.

The objections are also sustained as to subm ssion of Appellant's
Exhibit 1B as rebuttal evidence. This exhibit consists of four
sets of property record cards for the subject and the three
properties set forth in Appellant's Exhibit 1A  These docunents
on their face appear to confirm the 2004 assessnent valuations
set out in the board of reviews grid analysis. As such, Exhibit
1B is not appropriate rebuttal

Appel lant's Exhibit 1C consists of three one-page docunments on
three different parcels; page one is a copy of a stipulation in
Docket No. 04-00987.001-C 3 concerning a property on the board of
review s grid analysis which reflects a reduction in the 2004
assessnent, page two is a 2006 deci sion on another conparable in
the board of reviews grid analysis, and page three is a 2006
board of review decision in a third conparable set forth in the
board of review s grid analysis. Again, pages tw and three of
the proposed Exhibit 1C concern an inequity argunment which has
not been made in this appeal and furthernore, concern 2006
assessnents which are not relevant to this appeal and therefore,

9 By letter dated July 6, 2006 from the Property Tax Appeal Board, appell ant
was granted a 30-day period for subm ssion of rebuttal evidence in accordance

with the Oficial Rules of the Property Tax Appeal Board (86 Ill. Adm n. Code,
Sec. 1910. 66). By letter dated August 3, 2006 from the appellant's counsel
directed to the Board, appellant specifically advised that "it has been
determ ned that the evidence previously subnmitted on behalf of the appellant
completes the filing of evidence." (Letter of Attorney Richards to the
Board) .
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the Board sustains the objections to pages two and three of
Appel l ant's Exhibit 1C

The Property Tax Appeal Board hereby specifically overrules the
parties' objections to the admssibility of page one of
Appellant's Exhibit 1C, a stipulation in a case before the
Property Tax Appeal Board concerning a 2004 assessnent of a
nursing home property in Kane County. Section 1910.90(i) of the
Oficial Rules of the Property Tax Appeal Board provides:

The Property Tax Appeal Board nmay take official notice
of decisions it has rendered, nmatters wthin its
speci al i zed know edge and expertise, and all nmatters of
which the Crcuit Courts of this State my take
j udi ci al noti ce. (86 I11. Adm n. Code, Sec.
1910.90(i)).

Having taken official notice of this stipulation and Board
decision in Docket No. 04-00987.001-C 3, however, does not
necessitate deciding the instant overvaluation appeal based on
that stipul ated assessment. Appel l ant did not nake an inequity
claimin this appeal and cannot be allowed to do so in the guise
of rebuttal evidence at hearing.

After hearing the testinony and considering the evidence
submtted by the parties, the Property Tax Appeal Board finds
that it has jurisdiction over the parties and the subject nmatter
of this appeal. The issue before the Property Tax Appeal Board
is the determ nation of the subject's market value for ad val orem
tax purposes.

The appellant contends the narket value of the subject property
is not accurately reflected in its assessed valuation. When
market value is the basis of the appeal, the value of the
property nust be proven by a preponderance of the evidence.

National City Bank of Mchigan/lllinois v. lllinois Property Tax
Appeal Board, 331 IIll. App. 3d 1038 (3'® Dist. 2002); Oficial
Rul es of the Property Tax Appeal Board, 86 Ill. Adm n. Code Sec.
1910. 63(e).

Havi ng consi dered the evidence presented, the Property Tax Appeal
Board concl udes that an increase in the assessed val uation of the
subj ect property is justified. The subject property has an
assessnent reflecting an estimated fair market value of
$5,479,958 or $26,473 per bed using the 2004 three-year nedian
| evel of assessnments for Kane County of 33.29% As will be set
forth in detail below, exam nation of the record evidence |eads
the Property Tax Appeal Board to conclude the 2004 assessnent
shoul d be increased.
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In determining the fair market value of the subject property, the
Board exam ned the appellant's appraisal and the intervenor's
appraisal as well as the argunments made by all of the parties.
The appraisals utilized the three approaches to value in valuing
the subject property, while the board of reviews evidence
included submssion of a grid analysis of suggested sale
conpar abl es. The board of review s suggested sal es conparabl es
were nostly out-dated sales and the nore recent sal es conparabl es
did not support the subject's estimated fair narket value based
on its 2004 assessnent as described previously in this decision.

The taxpayer and the intervenor each presented their respective
apprai sal reports of the subject property to estimate its narket
val ue; appellant's appraiser gave an estimte as of January 1,
2003 of $4, 000,000 and intervenor's appraiser gave an estinmate as
of the assessnment date of January 1, 2004 of $6, 200, 000. As
not ed above, however, in closing argunents intervenor's counse

requested a finding of a fair mnmarket value higher than the
estimate of its appraiser of $6,460, 000. The Board notes that
each appraiser who also testified in this proceeding considered
the three traditional approaches to value to arrive at a final
conclusion of value. Each appraiser also attenpted to segregate
the "business value" associated with the subject property and
then deduct that amount from the final conclusion of the "going
concern value" to derive in their respective appraisal reports a
final value of the subject property's real estate only.

Bot h appraisers were in substantial agreenment with respect to the
description of the subject property. However, the appellant's
appraiser did utilize a building size of 59,041 square feet
i nstead of the actual size of 60,275 square feet for purposes of
the estimated replacenent cost new and for size conparison in the
sal es conparison approach to value. This constant size error by
the appellant's appraiser reflects about a 2% reduction in the
actual size of the subject building and thus incorrectly reduces
the overall building value in the cost approach and presents a
slightly skewed conparison of building sizes in the sales
conpari son approach of the appellant's appraiser's report.

In the cost approach to value, both appraisers estimated the
subj ect property's |land val ue based on vacant |land sales in the
area and arrived at identical land value estimates for the
subj ect of $915, 000. In devel oping the replacenent cost new of
the subject property's inprovenents, the appraisers both
consul ted national ly recogni zed bui | di ng cost manual s.
Appel lant's appraiser estimated the building' s replacenent cost
new to be $7,094, 345 with indirect costs already included and the
intervenor's appraiser estimated the building s replacenent cost
new to be $8,176,882 including other additions. Besi des the
difference in building size calculations previously noted in the
appel lant's  subm ssion, intervenor's appraiser al so added
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elements of indirect cost at 5% separately and entrepreneuri al
profit of 15% to both the building and site inprovenent
repl acenent cost estimtes, thereby increasing the per square
foot building and site inprovenent costs by $23.43 per square
f oot .

In the cost approach, the intervenor's appraiser chose to make a
15% addition for entrepreneurial profit. The Board finds there
was no market data that supported the intervenor's contention
that entrepreneurial profit should be added to the replacenent
costs new at a rate of 15% for both the building and the site
i mprovenents. The Board further finds the appraiser failed to
provi de any support to justify such a substantial addition in the
case of a nursing honme building which is built to specific
specifications and for a special purpose use. The apprai ser
acknow edged that he was not aware of any nursing hone which had
been constructed and then sold for a profit. Wt hout such
evi dence from the market, the addition of entrepreneurial profit
for a special wuse property like this nursing hone would be
specul ative. Thus, the Board finds the intervenor's appraiser's
addition for entrepreneurial profit shall be given no weight. On
the other hand, the intervenor's appraiser's addition of 5% for
indirect costs is an acceptable practice and was al so done by the
appel l ant' s apprai ser.

In sunmary, appellant's appraiser calculated a replacenent cost
new of the inprovenent of $120.16 per square foot of building
area and intervenor's appraiser before the unsupported addition
of entrepreneurial profit calculated a replacenent cost new of
the inprovenent of $118.70 per square foot of building area.
Each appraiser asserts they wused well-respected valuation
services in arriving at their calculations. Utilizing Van
Santen's cost figure and the correct square footage of the
subj ect, the replacenent cost new estimate for the subject would
be $7,242,644 as conpared to Sol ano's adjusted replacenent cost
new estimate of $7, 154, 643.

Appellant's and intervenor's appraisers also arrived at simlar
site inprovenment values of $244,821 and $297, 600, respectively.
However, Sol ano's site inprovenment cal cul ati on nust be reduced by
the 15% entrepreneurial profit that was inappropriately included
as an unsubstantiated addition. Thus, after adjustnment, the
intervenor's appraiser's estimted site inprovenment new cost was
$260, 400.

In conclusion, the Property Tax Appeal Board finds the two
appraisers did not differ greatly on the estimated replacenent
cost new of the inprovenents (building and site) once size was
properly cal culated and unsubstantiated entrepreneurial profit
was renoved. The appellant's appraiser's adjusted estinated
repl acement cost new of the inprovenents is $7,487,465 and the
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intervenor's appraiser's adjusted estimted replacenent cost new
of the inprovenents is $7,415,043, a difference of approximately
1%

The primary difference in the two appraisals in the cost approach
was the determ nation of effective age and as a result of that
determ nation, the anount of <depreciation to be applied.
Appel l ant's apprai ser estimted an effective age of 31 years, the
sane as the property's actual age whereas the intervenor's
apprai ser estimted an effective age of 18 years in light of its
condition, market position, "marketability" and other factors.
Wth an economic life of 50 years and utilizing an age/life
nmet hod, each appraiser then arrived at their respective
depreci ation cal cul ati ons. Appel l ant's  apprai ser applied
depreciation of 62% to both the building and site inprovenents
repl acenent cost new.

The Property Tax Appeal Board finds that based on the testinony
of the appraisers with regard to the condition of the property,
the effective age assertion of 31 years nade by appellant's
apprai ser is not supported in the record. Wile effective age is
certainly a subjective determnation, there nust be sone factua
basis to support the conclusion. None of the testinony suggested
that the subject property appeared to be out-dated or not
maintained in terns of the property's physical appearance or
mai nt enance. The property's high occupancy rate further suggests
a desirable property. As such, the Board finds it not credible
that the property appeared on its face to be 31 years old at the
time Van Santen toured the facility. The Property Tax Appeal
Board finds that the effective age determ nation of 18 years by
Sol ano is nore persuasive than the effective age determ nation by
Van Santen in light of the testinony of the w tnesses.

As such, after deducting for depreciation based on an effective
age of 18 years at 36% for the building inprovenents and 40% f or
the site inprovenments and then adding in the land val ue,
appellant's appraiser wuld find an indication of value of
$5, 697,185 wunder the cost approach. I ntervenor's appraiser
appl yi ng depreciation of 36% to the building and 40% to the site
i mprovenments would concluding a value of $5,650,212 under the
cost approach once the | and val ue was added. These adjusted cost
approach figures for the two appraisals can further be defined as
$27,523 per bed under Van Santen's adjusted cal culations and as
$27,296 per bed under Solano's adjusted cal culations in the cost
appr oach.

Despite the noted differences in approach by the two appraisers,
based on their testinony, it appears that neither appraiser
accorded nuch individual weight to the cost approach since, as
evidenced by their varying calculations, there is difficulty in
estimating the depreciated value of the inprovenents by
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estimating the effective age of the subject property. However
both appraisers did consider it for purposes of cross-checking
their two other approaches to val ue. Furthernore, as wll be
di scussed below, the Property Tax Appeal Board finds given the
intrinsic difficulties in determning the business enterprise
value to be deducted in both the sales and incone approaches to
value, in this case the cost approach is a reliable approach to
value of the real estate only.

Under the inconme approach, both appraisers used sonewhat simlar

nmet hodol ogies to calculate different estimtes of value. The
appel lant's appraiser used the Medicaid rate paid for nursing
hone residents and an analysis of industry data to arrive at a
projected average daily rate per patient day of $138.00 with a
stabilized occupancy of 95% to arrive at an estimate of the
subj ect property's potential annual gross incone from room and
board of $9, 905, 261. Meanwhi | e, the intervenor's appraiser used
four years of actual incone records with an occupancy rate of 97%
and an average revenue rate of $136.50 per bed per day to arrive
at a stabilized incone of $10,003, 860. I ntervenor's appraiser

further noted that average revenue in 2003, the nost recent date
avail able, was only $136.34 per resident day. To this figure,

intervenor's appraiser deducted a bad debt estimte of $360, 000
and added $60,000 for other income for a total estimated incone
of $9, 703, 860.

Both appraisers reached simlar net operating expenses of
$8, 247,206 (appel | ant) and $8, 265,000 (intervenor). The
appraiser for intervenor made a point in testinony that the
hi stori cal managenent fee being charged appeared to be excessive
and thus the appraiser estimted an appropriate fee rate of 5% or
$485, 000. Appellant's appraiser, who set forth historical
managenent fees of 8% and 9% for three vyears, simlarly
stabilized the managenent fee at a |ower anobunt of $495,263.
Intervenor's appraiser included an additional deduction for
reserves for capital inprovenents of $100,000 whereas the
appel l ant' s appraiser included an additional deduction for return
on and of personal property of $166,635. After these deductions,
the net operating incone before deduction for real estate taxes
was also simlar between the appraisers: $1,491,419 (appellant)
and $1, 438,860 (intervenor).

In regard to the capitalization rate to be applied, both
appraisers estimated simlar capitalization rates of 13%
however, their overall capitalization rates varied slightly at
13.8% (appel l ant) and 14.44% (intervenor). Appellant's appraiser
exam ned capitalization rates from the five sales conparables
which he set forth in his report, published investnent surveys,
and consideration of the nobrtgage equity approach in order to
arrive at his rate of 13% To arrive at a capitalization rate,
Van Santen utilized inconme data derived from Medicaid Cost
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Reports published by the Illinois Departnent of Public Health and
on page 101 of his report, Van Santen contradicted hinself as to
whether this data was or was not verified. I ntervenor's

appr ai ser exam ned capitalization rates from five sales
conparables set forth in his report and national survey data to
arrive at his rate of 13% On page 103 of his report,
appel l ant's appraiser set forth his methodology in reducing the
2003 effective local tax rate of 2.4%in order to proportionately
excl ude the business value and/or personal property based on his
cost approach; he found about 35% of the total assets of the
business were represented by the real estate value, thus
resulting in an effective tax rate of .8% (see page 104). On
page 71 of his report, intervenor's appraiser set forth a simlar
nmet hodol ogy based on the 2004 | ocal tax rate and specified 61% as
the ratio of taxes allocated to the real estate portion of the
total valuation utilizing his cost approach and sal es conpari son
approaches for a tax load of 1.44% By the capitalization
approach, the appraisers, respectively, arrived at narket val ues
of $10, 800, 000, rounded, by appel l ant's appr ai ser and
$10, 000, 000, rounded, by intervenor's appraiser.

Next, while both appraisers adjusted this estimate of the total

mar ket val ue of the business by deducting "business value," the
Property Tax Appeal Board finds that both appraisers failed to
justify their respective calculations and thus presented nerely
specul ation and conjecture. The appellant's appraiser failed to
justify his substantial business value deduction to arrive at his
final estimate of the property's value. Nanely, the appellant's
apprai ser nade a $6, 500, 000 deduction expl ained through use of a
Medicaid reinbursenment rate for land and building wthout

providing any definitive evidence showing the value utilized was
present. Likew se, the intervenor's appraiser's determ nation of

a $3,000,000 deduction for business value based upon a 50%
estimate of total net incone for business profit and HUD
gui del i nes of 25% as reflected on page 73 of his report also was
difficult to follow, not explained clearly, and certainly not

wel | supported in the record.

In summary, appellant's appraiser's only adjustnment to his
conclusion of market value of the total assets of the business
under this approach was deduction of his business enterprise
val ue of $6,500,000 resulting in an estimate of value under this
approach of $4, 300, 000. Appel l ant's apprai ser considered two
primary nmethods to arrive at business enterprise value. One
nmet hod involved sinply subtracting the value derived in the cost
approach from the value derived in the inconme capitalization
appr oach. The Property Tax Appeal Board finds this nethod to
| ack some credibility given the appraiser's own |ack of reliance
on the cost approach and the appraiser's questionable effective
age determnation of 31 years for arriving at depreciation of
62% Under nethod one, appellant's appraiser found the business
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enterprise value to be $7,100,000. The second nethod considered
by the appellant's appraiser involved deducting a capitalized
capital cost conmponent (which is built into the Medicaid
rei mbursenment rate) from the market value of the subject as
calculated in the income approach. From nmethod two, appellant's
apprai ser arrived at a business enterprise value of $4, 340, 000.
Gven these two figures, appellant's appraiser then chose a
busi ness enterprise value of $6,500,000 w thout nuch further
expl anation as to how the nmethods were reconciled (see page 112
of his report). In this regard, the Property Tax Appeal Board
finds the appraiser's explanation of his final conclusion of
busi ness enterprise value to lack reliability and credibility.

On the other hand, intervenor's appraiser deducted both an
estimate of the contributory value of the personal property of
$1, 020,000 and an intangible business value of $2,900,000 to
arrive at an estimate of market value of the real estate only
under the incone approach of $6,100,000. The contributory val ue
of personal property was based on published valuation data that
repl acement cost new would be $8,500 per bed or approximtely
$1, 760, 000. The appraiser for the intervenor then estimted an
effective age of 5 years and an econonmic |ife of 12 years for the
personal property resulting in 42% accrued depreciation. Thi s
appraiser's calculation of the contributory value of the
i ntangi bl e business interests is set forth on page 73 of his
report. In its sinplest terns, a HUD guideline was consi dered of
25% of inconme, but when that figure failed to adequately reflect
the historical income of the subject property, the intervenor's
apprai ser sinply selected a figure of 50% of total net incone for
busi ness profit in order to adequately reflect the historical
i ncome statenents of the subject property. Thus, the Board finds
the net hodol ogy of the appraiser in this instance was a function
of the subject's historical incone statenents and nothi ng nore.

The Board finds the prinmary difference in the two estimtes of
value wunder the incone approach is attributable to their
respective estimates of business enterprise value. Devoid of any
enpiri cal evidence from either appr ai ser supporting or
docunenting the worth of the clainmed business enterprise val ue,
the Board finds both appraisers’ chosen deductions for "business
val ue" to be speculative and given little credence.

Under the sales conparison approach, the appraisers again
differed in their results due to their respective deductions of
busi ness enterprise value and depreciated personal property
val ues. Before those respective deductions, appel lant's
apprai ser found a value of $53,000 per bed or $10,971,000 and the
intervenor's appraiser found a value of $50,000 per bed or
$10, 350, 000. After deducting $6,500,000 in business enterprise
value and $517,500 in depreciated personal property, the
appel l ant's appraiser concluded a narket value of $4,000, 000
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based on five sales of nursing hones in downstate Illinois, none
of which was located in the subject's market area. After
deducting a $3,000, 000 business enterprise value and $1, 020, 000
i n depreciated personal property, the intervenor's appraiser, who
relied on five sales, one of which was a bulk portfolio sale, in
the Chicago area, which is near to Kane County, but still a
different nmarket, estimted the subject's market value at
$6, 330, 000.

The Board finds intervenor's bulk portfolio sale nuch | ess useful
in determning the proper valuation of the subject property
particularly where there are such w de-ranging ages (1967 to
1996), land areas (1.81 to 3.62 acres) and building sizes (14, 364
to 74,419 square feet) so that the price per bed of $35, 708 has
been determned not to be a reliable figure for Sale #1 utilized
by intervenor's appraiser. Simlarly, appellant's appraiser's
selection of properties distant from the subject draws into
question the reliability of the chosen sales conparables as truly
conparable to the subject property. The conparabl es sel ected by
the respective appraisers reflect a difference of opinion as to
whi ch characteristics of simlar properties provide a sound basis
for estimating the value of the subject property. The Property
Tax Appeal Board finds the best conparables are those which
reflect local conditions, characteristics and proximty to |ocal
amenities that are also convenient to the subject facility. In
any event, both appraisers, after considering adjustnents to
their chosen sales conparables, arrived at remarkably simlar
assunptions of the sale price per bed of the subject property:
$53, 000 (appel lant) and $50, 000 (intervenor).

The courts have stated that where there is credible evidence of
conparabl e sales these sales are to be given significant weight
as evidence of market value. In Chrysler Corporation v. Property

, 69 I11. App. 3d 207 (2" Dist. 1979), the court
hel d that significant rel evance should not be placed on the cost
approach or inconme approach especially when there is market data
avai | abl e. In Wllow HIl Gain, Inc. v. Property Tax Appeal
Board, 187 IIl. App. 3d 9 (5" Dist. 1989), the court held that
of the three primary nethods of evaluating property for the
purpose of real estate taxes, the preferred nethod is the sales
conpari son approach. The Board finds there are credi ble narket
sales contained in this record, the problem however, is
extracting the value of personal property and busi ness value from
the sales price figure which these appraisers have found.
Nei t her appr ai ser adequat el y justified their respective
deductions on this record.

The Property Tax Appeal Board finds based on the sal es conparison
approach that the subject property is estimated to have a val ue
of either $10,971,000 or $10,350,000; this results in an
estimated price of $53,000 or $50,000 per bed, respectively.
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This value determnation, however, includes both persona
property and business value which are not to be part of the
subj ect's assessed valuation for ad val orem tax purposes. From

the total estinmated sales price, appellant's appraiser deducts
$6, 500, 000 for business value and $517,500 for depreciated
personal property to arrive at an estimated market value under
the sales conparison approach of $4 mllion, rounded.
Intervenor's appraiser deducts from the total estimated sales
price a business value of $3,000,000 and personal property of
$1, 020,000 to arrive at an estimted nmarket val ue under the sales
conpari son approach of $6, 330,000, rounded.

Wthout a valid nmethod by which the Property Tax Appeal Board
could ascertain the appropriate values of the subject's personal
property and/or business value and after considering the incone,
sal es conparison and cost approaches, the Property Tax Appeal
Board has given npbst consideration to the adjusted cost approach
inthis matter. After adjustnents, the appellant's cost approach
is $5,700,000, rounded, and the intervenor's cost approach is
$5, 650, 000, rounded. Based upon this record, the Property Tax
Appeal Board finds that the estimated fair market value of the
subj ect property as of January 1, 2004 was $5,675,000. Utilizing
the 2004 nedi an | evel of assessnents for Kane County of 33.29% as
determned by the Illinois Department of Revenue, the Property
Tax Appeal Board finds that the correct assessnment of the subject
property is $1,889,208. Thus, the Board finds that an adjusted
cost approach supports an increase in the assessed val uation of
the subj ect property.

34 of 36



Docket No. 04-00988.001-C 3

This is a final adm nistrative decision of the Property Tax Appeal
Board which is subject to reviewin the Grcuit Court or Appellate
Court under the provisions of the Adm nistrative Review Law (735

I LCS 5/3-101 et seq.) and section 16-195 of the Property Tax Code.
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DI SSENTI NG

CERTI FI CATI1 ON

As Clerk of the Illinois Property Tax Appeal Board and the keeper of
the Records thereof, | do hereby certify that the foregoing is a
true, full and conplete Final Admnistrative Decision of the

[I'linois Property Tax Appeal Board issued this date in the above
entitled appeal, now of record in this said office.

Date: February 29, 2008

&‘;tumﬂd”’;

Clerk of the Property Tax Appeal Board

| MPORTANT NOTI CE
Section 16-185 of the Property Tax Code provides in part:
"If the Property Tax Appeal Board renders a decision |owering the
assessnent of a particular parcel after the deadline for filing

conplaints with the Board of Review or after adjournnment of the
session of the Board of Review at which assessnments for the

35 of 36



Docket No. 04-00988.001-C 3

subsequent year are being considered, the taxpayer nmay, within 30
days after the date of witten notice of the Property Tax Appeal
Board’ s decision, appeal the assessnent for the subsequent year

directly to the Property Tax Appeal Board."

In order to conply with the above provision, YOU MJUST FILE A
PETI TION AND EVI DENCE WTH THE PROPERTY TAX APPEAL BOARD W THI N
30 DAYS OF THE DATE OF THE ENCLOSED DECI SION | N ORDER TO APPEAL
THE ASSESSMENT OF THE PROPERTY FOR THE SUBSEQUENT YEAR.

Based upon the issuance of a |owered assessnent by the Property
Tax Appeal Board, the refund of paid property taxes is the
responsibility of your County Treasurer. Please contact that
office with any questions you may have regarding the refund of

pai d property taxes.
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